
CONNOWEALTH OF KENTUCKY 

BEFORE THE PUBLIC BERVICP CONNIBBION 

In the Hatter oft 

APPLICATION OF NARTIN QAB, INCs FOR ) 
AUTHORITY TO ADJUBT RATEB AND "0 ) CASE NO. 90-402 
EXTEND CURRENT BURCHARQE ) 

O R D E R  

Martin Qar, Inc. (ooHartin18) rrfurrd to provide the 

information rrqurrtrd in Itrm l5(d) through (m) of the 

Conunirrion'r February 15, 1991 Order barrd on tho objrction that 
88thir information i r  not availrblr to Martin Oar, Ino." The 

Commirrion hrrrby flndr that rlncr tho building rintrd by Martin 

in owned by Mr. Ertill Branham, Hartinor mrnagrr and namrd witnrrr 
in thin procrrding, it ir  roaronablr and nrcrrrrry for Martin's 

witnerr Mr. Entill Branham to anrwrr the prrviourly rrkrd qurrtion 
marked Item 15(d) through (m). The Commirrion hrrrby COMPELB 

Martin to provide, no latrr than April 1, 1991, tho anrwerr to 
Item 15(d) through (m) of ita Frbruary lS, 1991 Order. In 

additlon to the prrviourly rrqurrtrd information, Martin rhall 

indicate for all companirr, burinrrr ontitirr, or prrronr that 

rent from the building ownrd by Mr. Branham and rrntrd by Martin, 

the amount of rquarr footago rrntrd for officr urr and rtoragr urr 

and the monthly rent paid. Idrntify any unurrd portion of the 

building. 

IT IB FURTHER ORDERED that Uartin Oar, Ino. (llMartinl') rhall 

file an original and 12 oopirr of tho following information with 



thio Conunirrion, with a copy to a11 partier of record. Each copy 

of the data roquerted rhould be placed in a bound volurno with aaah 
item tabbed. When a number of rheetr are required for an item, 

each rhemt rhould be appropriately indexed, for oxamplo, Item 

l(a), sheet 2 of 6. Include with each reaponae the nrmo of the 

witneaa who will be rerponrible for reaponding to quartionr 
relating to tho information provided. Careful attontion rhould be 

given to copiod material to enrure that it io logible. The 

information roquerted herein is due no later than April 1, 1991. 
1. In Item 1 of the Commimaion'a February 15, 1991 Order, 

Martin waa required to provide a thorough and detailed explanation 
for the differoncor for reveral accounta lirted in Item 4 of the 

January 25, 1991 Order. The reaponre to Item 1 did not adoqurtely 

explain the differencea identified. The information provided in 

Item I, Exhibit I, page 4 of 13 doer not provide an explanation 

for the identified differences. Provide the requerted 

explanationr for each of the following accounts: 

a. 

b. 

C. 

d. 

e. 

f. 

9. 
h .  

i. 

Oar Purchare8 

Service Supplier and Expenre 

Contraat Labor 

Rentr 

Accounts Supplier and Expenre 

Office Buppliea and Expenw 

Outaide Servicer Employed 

RegUlAtOry Comirrion Expenre 

Transportation EXpOnOer 

-2- 



j. Payroll and Othrr Tax18 

k ,  Intrrrat 

1 ,  Thr rrrponrr to Itrm 1, Exhlbit 1, pagr 4 of 13 of the 

Commlrrionfr Frbruary 15, 1991 Ordrr rhowr that gaa puroharrr 

tOt4l.d )110,161* HOWIVIC, thr rum Of the 12 montha' brlanorr 
lndloatra thr total ir )111,716. Indlcatr which total l r  corrrot 

and provldr a oomplrtr rxplanatlon for tho dirfrrrncr in the 

totalr whrn tho rami numbrrr wrrr urrd to arrlvr at tho totalr. 
3 .  Tho rrrponrr to Itrm 9 of thr Conunlrrionlr February 15, 

1991 Ordrr lndloatrd that an lnoomr tax rrtr of 15 prrornt war 

urrd ln oalculating thr lncomr tax llablllty. The rrrponre to 

Itrm 1, Exhibit 1, pig. 4 of 5, Adjurtmrnt 9 of thr January 25, 
1991 Ordrr lndloatrd that a ratr of 25 poroent urn urrd. Indloate 

the oorrrct inoomr tax rat0 and rhow how the conrolldated 

rrtimatrd rat. war drtrrmlnrd. 
4, Tho rrrponrr to Itrm 10 of the Conunlrrion'r February 15, 

1991 Ordrr lndlaatrd that an amortlzatlon rohedule for the 

Drpartmrnt or Local aovrrnmrnt loan war fllrd in care NO. 90-254.l 
A rrvlrw of thr rrcord In Car. No. 90-254 indicator that a loan 

amortlnation rchrdulr war not provldrd in that cane. Provide the 

rrqurrted loan amortlaatlon rohrdulr. 

5 .  Tho rrrponrr to Itrm 11 of tho Commfralonfr Frbruary 15, 

1991 Ordrr lndlcatrd that tho amount of the loan with Firrt 

1 c u r  UO, 90-254, Applloatlon or u r t i n  aar, Ina. Lor Approval 
OS Indrbtrdnrrr Purruant to KRS 278.300, Ordrr datrd Uovrmbrr 
20, 19PO. 
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Guaranty Bank wa8 increa~ed $1,500 in February 1988. The 

Commirrion'8 record8 contain two loan document8 relating to thin 

loan. The f i r r t  document i8 dated Way 4 ,  1987, for a financed 

amount of $65,000, and a monthly payment of $1,318.25. The second 

document i n  dated January 15, 1988, is also for a financed amount 

of $65,000, and a monthly payment of $1,394.73. Martin'n general 

ledgerr indicate the monthly payment currently is $1,358.45. 

Provide the following information: 

a. A copy of the loan agreement with First Guaranty 

Bank currently in force, including a11 amendments. 
b. If thin loan was increased by $1,5008 explain why 

Commirrion approval wan not sought by Martin. 

6. The rerponre to Item 12 indicates that a review of 

current Commisrion Orders indicates that a return on equity of 15 
percent is proper. Indicate the Orders which were included in 

this review, lirting the case number, the utility, and the date 

the Order wan irsued. 

7. Concerning the response to Item 148 provide the 

following informationt 

a. Identify the source of the fair market value used 

in determining the rent for Martin's office space. Include an 

4 explanation of how the fair market value was determined, a10 

with any supporting documentation or workpapers. 

b. Explain how "one half of that Value'' was used 

the determination of Martin's rental charge. 

n 
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8. Regarding the response to Item 15, indicato tho rquaro 

footage of office space and the square footage of rhop and rtorago 

space provided by Martin's monthly rental expenre of #500. 

9. In Item 17(a) of the February 15, 1991 Ordor, Martin 

answered in its Exhibit 17 that no basis for Mr. Branham'r annual 

salary could be provided because it was 91rgotiatod botwoon two 

unrelated parties." Identify the unrelated partior and provido 

all support as to why Martin, who is not an unrolatod party to 

this proceeding, would not be able to justify and explain a barir 
of an annual salary paid to its manager. 

10. In response to Item 26 of the Commirrion's February 15, 

1991 Order, Martin states "there is no common ownership of common 

stock between employees or shareholders of Martin or employers or 
shareholders of KISU. Kimberly R. Crisp is a sharoholdor in KISU 

and part-time employee in Martin. Estill Branham, nunagor of 

Martin, on occasion gives advice to KISU. Mr. Branham is not paid 

by KISU." In the Commonwealth of Kentucky, Floyd Circuit Court, 

Civil Action No. 90-CI-344, Ralph Stevens and KISU Service 

Company, Inc. v. Public Service Commission, et al, a deposition of 

Ralph Stevens was taken on Monday, Augurt 27, 1990 and duly 

recorded. A copy of this deposition may be examined at tho 

Commission's office upon request. On page 26 of that deporition, 

answer to question 62, the witness, Ralph Stevens, rtates "ray only 

contact with anyone was with Estill Branham, concerning retting up 

a corporation and the format and, basically, that war it. I could 

say that he, you know, he retained me to oet the corporation up. 

Now, whether or not at that point I could say I war rotting it up 
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for him, by that meaning literally for whoever was going to be the 
ultiauto owner of the corporation, I don't know." He also 

testified in that same deposition on pager 21 through 22 that the 

original stook certificates were not made out. Attached and 

marked Exhibit A and B are KISU's 1989 and 1990 Secretary of 

State's annual verification report signed by Estill Branham as 

manager, Provide an amended anrwer to Item 26 or in the 

alternative a complete explanation including any documentation 

which supports the prior anrwer. 

11. Indicate whethor the offices for KISU Service Company, 

Inc., as identified in the response to Item 25(c) of the 

Colnmisslon's Pebruary 15, 1991 Order, are located at the same site 

as the office and storage space rented by Martin. Provide a 

stroot or route address of Martin's office. 

12. Provide A detailed description of the storage needs of 

Martin during the test year. 

13. For the test year, provide a schedule of the materials, 

supplies, equipment, and other inventory item8 owned by Martin. 

The schedule shall include a description of the item, the original 

cost, and how long the item has been in inventory. 
14. During October 1989 through February 1990 various checks 

including but not limited to Check Uo. 1397, 1411, 1450, and 1481 

wore written payable to KISU. 

a. Provide copies, front and back, of all cancelled 

checks written payable to UISU during the above mentioned period 

of time. 
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b. KISU'8 echedulod invoice indicate8 that tho OhOCk8 

referrod to abovo were in part to pay E8till Branham'8 managor Loo 
of Nartin Gar in the monthly amount of $1,800. Provido all 

documentation, contractr, invoicoe that 8upport the payment of the 
monthly manager fee. 

c. Provido an itomitation of any and a11 componration 

Mr. E8till Branham received a8 receiver for Nartin during October 
1989 through January 1990. Provido a11 dooumontation. 

15. During Narch 1990 through Juno 1990, Check8 No. 1538, 

1558, 1612 and 1655 were written payablo to KISU. 
a. Provido copiee, front and back, of tho cancelled 

checks mentioned above. 

b. Provide the invoice and any other documentation 

provided by KIBU prior to the payment of there chock.. If there 

wan no prior documentation, provide a 8chedule reflooting 

transactione for which there payments were made. 

Done at Frankfort, Kentucky, this 20th day of March, 1991. 

PUBLIC SERVICE COMMIBBION 

ATTEST I 



IUt'I 

' ' I  





CONNONWEALTR OF KENTUCKY 

BEFORE TRE PUBLIC SERVICE COnnISSION 

In the Matter of8 

APPLICATION OF MARTIN GAS, INC., 1 
FOR AUTRORITY TO ADJUST RATES AND ) CASE NO. 
TO EXTEND CURRENT SURCHAROE ) 90-402 

O R D E R  

The Commission finds that the information currently in the 

record is incomplete to determine the reasonable expense level for 

compensation paid to full and part-time individuals during the 

test year in order to determine fair, just, and reasonable rates. 

Many of the employees who worked for Martin Gas, Inc. ("Martin") 

during Martin's test year in this proceeding also formerly worked 

for and may currently work for Auxier Road Gas Company, Inc. 

( "Auxier") and Johnson County Gas Company, Inc. ("Johnson 

Countyll). Branham is the president of Auxier and is the 

manager, pursuant to a service contract, of Johnson County. The 

pamt rate cane filed by Auxier with thim Cminnion, Ca8e No. 

10288l indicates that at least three of the employees for which 

expenses are listed in this proceeding were employees of Auxier. 

Similarly, last rate case of Johnson County, Case No. 1O41Ct2 

Estill 

the 

Case NO. 10288, The Adjustment of the Rates of Auxier Road 
Gas Company, Inc. for an Increase in Gas Rates. 

Case NO. 10415, An Investigation of the Rates of Johnson 
County Cas Company, Inc. 



indicates that at least three of the employees for which expenraa 

are claimed in this proceeding by Martin were employees of Johnron 

County. The Commission recognizes that Auxier and Johnron County 

are not parties to this proceeding and at this time do not have 

rate proceedings pending. However, in order to determine the 

reasonable expense level for Martin it is necerrary for tha 

Commission to acquire information from Auxier and Johnron County 

regarding their employees during the test year for which Martin 

has proposed. The Commission further findm that some of the same 

employees may also work for KISU Service Company, Inc. ("KISU") 

for which expenses have been claimed. 

IT IS THEREFORE ORDERED that Auxier and Johnson County .hall 

file the original and 12 copies of the following information, with 

a copy to all parties of record, no later than April 1, 1991. 

1. Identify the name of all individuals who received any 

compensation during the period of October 1, 1989 through 

September 30, 1990. 

2. For every person identified in number one above indicate 

using weekly schedules the total number of hours worked during the 

period, the wage rate or salary in effect, and the total wager or 

salaries paid. 

3 .  Provide a monthly breakdown of money paid to KISU during 

the period of October 1, 1989 through September 30, 1990, 

itemizing each monthly breakdown by services rendered. 
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Don0 at Frankfort, Kontucky, thlr 20th day of Mnrch, 1991, 

ATTEST I 


